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7KHUHFHVVLRQLQFUHDVHVWKHGHPDQGIRUFRQFHVVLRQFRQWUDFWVIURPJRYHUQPHQWVDVLWLVVHHQDVDZD\WRFRQWLQXH
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LQFOXGLQJPRWRUZD\VHFWLRQVFRQVWUXFWHGE\WKH6WDWH
)ROORZLQJ LQWHUQDWLRQDO SURFXUHPHQW SURFHGXUHV WKH ILYH FRQFHVVLRQ FRQWUDFWV ZHUH UDWLILHG E\ WKH *UHHN
3DUOLDPHQWLQ7KHLU&RQFHVVLRQ&RPPHQFHPHQW'DWHV&&'ZHUHDIWHUWKHILQDQFLDOFORVLQJRIDJUHHPHQWV
LQ  IURP 0DUFK WR $XJXVW 7KH FRQFHVVLRQ SHULRG LV IL[HG WR  \HDUV 7KH &RQFHVVLRQDLUH XQGHUWDNHV WKH
FRQVWUXFWLRQDQGRSHUDWLRQFRVWDQGULVNDQGLVUHSDLGWKURXJKIHHVWROOVHWFFROOHFWHGIURPWKHSURMHFWXVHUV,W LV
FOHDUWKDWDQ\SURILWWREHJHQHUDWHGIRUWKHVKDUHKROGHUVLVH[SHFWHGDIWHUWKHSURMHFWLQLWLDWHVRSHUDWLRQZKLOHLQWKH
PHDQWLPH WKH&RQFHVVLRQDLUH LV UHVSRQVLEOH IRU WKH ILQDQFLQJ RI WKH GHYHORSPHQW SURFHVV 7KH FRQWUDFWV OD\ GRZQ
SHQDOWLHVIRUIDLOXUHWRPHHWFRQWUDFWXDOREOLJDWLRQVDVDJXDUDQWHHWKDW WKHVHUYLFHVZLOOEHSURYLGHGSURSHUO\DQGLQ
DFFRUGDQFHZLWK3XEOLF3URFXUHUUHTXLUHPHQWVSHQDOWLHVFRPSHQVDWLRQIRUGDPDJHVHWF7KHFRQWUDFWXDOVWUXFWXUHLV
GHSLFWHGLQ)LJ
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WKH 3XEOLF %XGJHW LQFOXGLQJ WKH (XURSHDQ &RQWULEXWLRQ WKURXJK WKH 6WDWH )LQDQFLDO &RQWULEXWLRQ 6)& 7KH (8
FRQWULEXWLRQ LVHVWLPDWHGDWDERXWRI WKH6)&7KH&RQFHVVLRQDLUHV VWDUWFROOHFWLQJ WROOV IURP WKH&&'IRU WKH
H[LVWLQJ VHFWLRQV HYHQ LI WKH\ QHHG XSJUDGLQJ WKH WROO UHYHQXHV DUH DQ LPSRUWDQW IXQGLQJ VRXUFH GXULQJ WKH
FRQVWUXFWLRQSHULRG
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GHPDQGULVNWRJHWKHUZLWKWKH6WDWHLHWKH&RQFHVVLRQDLUHVKDYHXQGHUWDNHQWKHULVNXSWRDFHUWDLQUHYHQXHOHYHO,I
WKHUHYHQXHVGURSEHORZWKHDJUHHGOHYHOWKH6WDWHKDVWRSD\WKHPD[LPXPDPRXQWRIWKHRSHUDWLRQVXEVLG\DJUHHGLQ
WKHFRQWUDFW7KHRSHUDWLRQVXEVLG\GHFUHDVHVDVWKHUHYHQXHLQFUHDVHV7KH6WDWHKDVDOVRXQGHUWDNHQLQDOOSURMHFWV
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WKH H[SURSULDWLRQGHOD\ ULVN WKH DUFKHRORJLFDO LQYHVWLJDWLRQGHOD\ ULVN WKH HQYLURQPHQWDO SHUPLW GHOD\ ULVN DQG WKH
FKDQJHLQ/DZULVN
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,QFDVHRIFRQWUDFW WHUPLQDWLRQGXULQJFRQVWUXFWLRQGXH WRFRQFHVVLRQDLUH¶VGHIDXOW WKH6WDWHZLOOSD\ WRKLPWKH
FRVWRIWKHZRUNVSURSHUO\H[HFXWHGUHGXFHGE\WKH6)&WKH6&,DQGWKHWROOUHYHQXHV,QFDVHRI6WDWH¶VGHIDXOWWKH
6WDWHZLOOUHSD\PDLQO\WKHORDQFRVWDQGWKH6&,FRVW7KHDERYHULVNVKDULQJPHDQVWKDWWKHZKROHRUWKHPDMRUSDUW
RIWKHSURMHFWORDQVLVLQGLUHFWO\VHFXUHGE\WKH6WDWH7KH6&,LVVHFXUHGRQO\LQFDVHRI6WDWHGHIDXOW
'XULQJWKHRSHUDWLRQRIWKHKLJKWUDIILFPRWRUZD\VUHYHQXHLVVKDUHGEHWZHHQWKH&RQFHVVLRQDLUHVDQGWKH6WDWH
7KHSD\PHQWVWRWKH6WDWHSUHFHGHDOORWKHUSD\PHQWVE\WKH&RQFHVVLRQDLUH)RUWKHORZWUDIILFPRWRUZD\VD6WDWH
RSHUDWLRQVXEVLG\LVIRUHVHHQ

&XUUHQWO\DOOSURMHFWVDUHLQWKHFRQVWUXFWLRQSKDVH%\WKHHQGRIDIWHURIWKHWRWDOFRQVWUXFWLRQSHULRG
KDG HODSVHG WKH ZRUN SURJUHVV RQ WZR RI WKHPZDV  DQG  UHVSHFWLYHO\ )RU WKH RWKHU WKUHH FRQWUDFWV WKH
SURJUHVVZDVDIWHURIWKHWRWDOFRQVWUXFWLRQSHULRG,QRWKHUZRUGVSURJUHVVZDVQRWVDWLVIDFWRU\
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7KH3UREOHPV
7KH FRQFHVVLRQ FRQWUDFWV SUHVHQWPDQ\ LQKHUHQW SUREOHPV0RWRUZD\VZHUH SODQQHG IRU URDG VHFWLRQVZLWK ORZ
YROXPH WUDIILFZKLFK UHVXOWHG LQ LQFUHDVHV LQSURMHFW EXGJHW&RQVWUXFWLRQZDVSODQQHG WREH FRPSOHWHG LQ D VKRUW
SHULRGRI WLPHZKLFK UHVXOWHG LQ LQFUHDVHG ORDQ UHTXLUHPHQWV7KHUHZHUH6WDWHFRPPLWPHQWVDOPRVW LPSRVVLEOH WR
IXOILOO HJ PRQWKV IRU WKH GHOLYHU\ RI SURMHFW VLWHV WR WKH &RQFHVVLRQDLUHV ZKLFK UHVXOWHG LQ &RQFHVVLRQDLUHV¶
FODLPVDJDLQVWWKH6WDWH7KH%DVLF'HVLJQQHHGHGPDQ\LPSURYHPHQWV7ROOVZHUHLPSRVHGRQVHFWLRQVRIPRWRUZD\V
QRW\HWFRPSOHWHGZKLFKUHVXOWHGLQXVHUFRPSODLQWV
3UREOHPVZHUHHQFRXQWHUHGGXULQJ WKHSURMHFWV¶ LPSOHPHQWDWLRQGXHHLWKHU WR&RQFHVVLRQDLUHRU WR6WDWHGHOD\V
'HOD\V IRU ZKLFK WKH &RQFHVVLRQDLUHV ZHUH UHVSRQVLEOH UHIHU WR GHVLJQ FRPSOHWLRQ SUHSDUDWLRQ RI HQYLURQPHQWDO
SHUPLWILOHVDQGPRELOL]DWLRQRIFRQVWUXFWLRQUHVRXUFHV7KH6WDWHKDVEHHQUHVSRQVLEOHIRUGHOD\VUHIHULQWKHGHOLYHU\
RISURMHFWVLWHVGLVSODFHPHQWRIXWLOLW\QHWZRUNVDUFKDHRORJLFDOLQYHVWLJDWLRQVDQGHQYLURQPHQWDOSHUPLWVLVVXDQFH
 7KH *UHHN 6WDWH KDV WDNHQ DFWLRQ LQ RUGHU WR DFFRPSOLVK LWV FRQWUDFWXDO REOLJDWLRQV DV IXOO\ DV SRVVLEOH WKH
H[SURSULDWLRQV KDYH EHHQ VXEPLWWHG XQGHU D VSHFLDO OHJDO VWDWXV WR DFFHOHUDWH SURFHGXUHV9$7 UHLPEXUVHPHQW KDV
EHHQDFFHOHUDWHG WKH6)&SD\PHQWKDVEHHQ OLQNHG WR WKHSURJUHVVRI WKHZRUNV LQRUGHU WR OLPLWDQ\6WDWHGHOD\V
OHJLVODWLYHDUUDQJHPHQWVKDYHEHHQPDGHWRGHDOZLWKWROOSD\PHQWYLRODWRUVLPSRVLWLRQRIDGPLQLVWUDWLYHVDQFWLRQV
7KHILUVWVLJQVRIWKHFRQFHVVLRQFRQWUDFWV ILQDQFLDO LQVWDELOLW\VWDUWHGWRDSSHDUE\WKHHQGRIWKH\EHFDPH
PRUH HYLGHQW LQ 7KH HFRQRPLF FULVLV UHVXOWHG LQ WUDIILF DQG UHYHQXHV GHFOLQH WUDIILF YROXPH GHSHQGV RQ WKH
SHUIRUPDQFHRI WKHHFRQRP\DQG WKHXVHUV¶ UHDFWLRQ$GGLQJ WR WKHXQFHUWDLQW\ WKHUH LVQRSRVVLELOLW\ WRDFFXUDWHO\
SUHGLFWWUDIILFYROXPHLQSDUWLFXODUGXULQJDWUDQVLWLRQSHULRGWKHIXUWKHULQWKHIXWXUHWKHWUDIILFIRUHFDVWWKHJUHDWHU
LWVLQDFFXUDF\
)XUWKHUPRUH WKH LQWHUQDWLRQDO ILQDQFLDO DQG FUHGLW FULVLV FDXVHG GLVWXUEDQFHV LQ WKH RSHUDWLRQ RI PDQ\ OHQGLQJ
LQVWLWXWLRQV ERWK *UHHN DQG IRUHLJQ 7KH /HQGHUV KDYH EHHQ ERXQG WR ILQDQFH WKH SURMHFWV ZLWK ORZ LQWHUHVW UDWH
PDUJLQVFRPSDUHGWRWKHUDWHVFXUUHQWO\DYDLODEOHWRWKH*UHHN6WDWHLQWKHFDSLWDOPDUNHW2QWRSRIZKLFKWKH\DUH
DIUDLG WKDW WKH*UHHN6WDWHZLOO QRW EH DEOH LQ WKHPLGGOH RI WKH FULVLV WR KRQRXU LWV REOLJDWLRQV GHULYHG IURP WKH
FRQFHVVLRQ FRQWUDFWV 7KH /HQGHUV KDYH UHTXHVWHG DQ XSGDWHG WUDIILF PRGHO DQG ILQDQFLDO PRGHO WR UHHYDOXDWH
SURMHFWV¶ORQJWHUPYLDELOLW\,QWKHIDFHRIWKHVHFLUFXPVWDQFHVWKH/HQGHUVKDYHVXVSHQGHGWKHGUDZGRZQSD\PHQWV
LQIRXURXWRIILYHFRQFHVVLRQFRQWUDFWV2O\PSLD2GRV,RQLD2GRV&HQWUDO0RWRUZD\DQG$HJHDQ0RWRUZD\
 ,QIDFWWKHWUDIILFGHFUHDVHGE\FRPSDUHGWRWKH&RQFHVVLRQDLUHV¶IRUHFDVWVRQ&&'7KHUHDUHDQXPEHURI
XVHUVZKR UHIXVH WRSD\ WROOV WKLV QXPEHUPD\DGGDQRWKHURQDYHUDJHEXWPRUH WKDQIRU VRPHSHULRGRI
WLPH 7KH LQDELOLW\ WR LQVWDOO WROO VWDWLRQV LQ 6WDWH EXLOW 6HFWLRQV DV DJUHHG LQ WKH FRQWUDFWV LV DQRWKHU VRXUFH RI
GLPLQLVKHG UHYHQXHV %DVHG RQ WKH DFWXDO WUDIILF YROXPH DQG WKH *UHHN *'3 IRUHFDVW RI LQWHUQDWLRQDO ILQDQFLDO
LQVWLWXWLRQVWKHXSGDWHGPRGHOVRIWKHWUDIILFDGYLVRUVHPSOR\HGE\WKH&RQFHVVLRQDLUHVDQG%DQNVSUHVHQWHGD
GHFUHDVHLQWRWDOUHYHQXHVWKURXJKRXWWKHZKROHFRQFHVVLRQSHULRGDVFRPSDUHGWRWKHLQLWLDOUHYHQXHSUHYLVLRQV
 7KHVH XSGDWHG WUDIILF IRUHFDVWV UHYHDOHG D IXQGLQJ VKRUWIDOO IRU WKH IRXU SURMHFWV ERWK GXULQJ FRQVWUXFWLRQ DQG
RSHUDWLRQ 'XULQJ WKH FRQVWUXFWLRQ SHULRG WKH &RQFHVVLRQDLUH¶V WROO UHYHQXH FRYHUV DQ LPSRUWDQW SDUW RI WKH
FRQVWUXFWLRQ FRVW GXULQJ WKH RSHUDWLRQ SHULRG WKH\ SURYLGH WR WKH 6WDWH LWV UHYHQXH VKDUH UHSD\ WKH RSHUDWLRQ DQG
PDLQWHQDQFHFRVWDQGWKHORDQFDSLWDODQGLQWHUHVWDQGODVWRIDOOWKH\SD\WKHVKDUHKROGHUV¶GLYLGHQGVLIDQ\*LYHQ
WKH ULVN VKDULQJ LQ WKH FRQWUDFWV WKHRUGHURI WKH&RQFHVVLRQDLUH¶V SD\PHQWV LV SUHVHQWHG LQ)LJ  SD\PHQW WR WKH
6WDWHRSHUDWLRQDQGPDLQWHQDQFHH[SHQVHVGHEWVHUYLFHVKDUHKROGHUV¶UHWXUQ7KHVXEVWDQWLDOGHFUHDVHLQWUDIILFKDV
GULYHQGRZQUHYHQXHVIRUDOOSURMHFWV,IWROOUHYHQXHVDUHORZEODFNOLQHLQ)LJWKHGHEWPD\QRWEHVHUYLFHGLQ
IXOODQGFHUWDLQO\WKHVKDUHKROGHUVUHFHLYHQRUHWXUQ

7KHUHLVQRSD\PHQWGUDZGRZQVWRSRQWKH0RUHDVSURMHFWLWZDVDOUHDG\PDNLQJVDWLVIDFWRU\SURJUHVVE\WKHWLPHRI
WKHGUDZGRZQVWRSRQDOORWKHUSURMHFWV7KH/HQGHUVDWWKDWWLPHKDGFRPSOHWHGDVLJQLILFDQWOHYHORIGUDZGRZQRQ
0RUHDVSURMHFW7KHFRQVWUXFWLRQILQDQFLQJZDVQRWDGYHUVHO\DIIHFWHGE\WKHWUDIILFGHFOLQHDQGPRUHLPSRUWDQWO\WKH
ORDQ UHSD\PHQW LV VHFXUHG E\ WKH 6WDWH RSHUDWLRQ VXEVLG\ WKDW WKH &RQFHVVLRQDLUH LV HQWLWOHG WR DFFRUGLQJ WR WKH
FRQFHVVLRQFRQWUDFW
 *LYHQWKHSD\PHQWVGUDZGRZQVWRSRQDOORWKHUSURMHFWVDOO&RQFHVVLRQDLUHVKDYHVXVSHQGHGFRQVWUXFWLRQZRUNV
 7KHUHLVDQDEVROXWHQHHGIRUWKH*UHHN6WDWHWRUHHVWDEOLVKWKHORQJWHUPILQDQFLDOHTXLOLEULXPRIWKHFRQFHVVLRQ
FRQWUDFWV LQ RUGHU WR HQVXUH WKDW SURMHFWV DUH FRPSOHWHG DQG RSHUDWLRQDO DV VRRQ DV SRVVLEOH IRU PDQ\ UHDVRQV WR
DFFHOHUDWH WKH FRXQWU\¶V HFRQRPLF JURZWK WR HQKDQFH HPSOR\PHQW WR DWWUDFW IXWXUH LQYHVWRUV WR RYHUFRPH WKH
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UHVHUYDWLRQVWKDWWKHLQWHUQDWLRQDOPDUNHWVH[SUHVVUHJDUGLQJWKHFRXQWU\¶VLQYHVWPHQWULVN,QFRQWUDVWFRQWUDFWIDLOXUH
PD\GULYHWKHFRXQWU\LQWRDORQJGLVLQYHVWPHQWSHULRGDQGIXUWKHUULVHRIXQHPSOR\PHQW










)LJ&RQFHVVLRQDLUHV¶3D\PHQWVDQG7ROO5HYHQXHV
7KHQHJRWLDWLRQIUDPHZRUN
,QRUGHUWRVWDUWQHJRWLDWLRQVZLWKWKH&RQFHVVLRQDLUHVWKH6WDWHVLJQHGZLWKWKHPD)UDPHZRUNRI8QGHUVWDQGLQJ
)R8 LQ -XQH  7KH )R8 VHWV WKH IROORZLQJ SULQFLSOHV EH IROORZHG GXULQJ WKH QHJRWLDWLRQV ZLWK WKH
&RQFHVVLRQDLUHVDQGWKH%DQNV

x 0LQLPL]DWLRQRIDPHQGPHQWVWRWKHFRQWUDFWXDOSURYLVLRQV
x 5HVSHFWIRUWKHJHQHUDOSULQFLSOHVRIWKH(87UHDW\
x )LQDOL]DWLRQRIWKHSURMHFWGHVLJQVDOWHUQDWLYHGHVLJQVWDNLQJLQWRDFFRXQWWKHRSWLPL]DWLRQRIWKHFRVWWLPH
UHYHQXHVUDWLRVLQUHODWLRQWRWKHIXWXUHQHHGVWKHVRFLRHFRQRPLFLPSDFWRIHDFKSURMHFWVHFWLRQWKHSURMHFW
WLPHVFKHGXOHDQGWKHDYDLODELOLW\RIILQDQFLQJUHVRXUFHV
x 5HGHWHUPLQDWLRQDQGDJUHHPHQWRQWKHUHYHQXHVIRUHFDVWVGXULQJFRQVWUXFWLRQDQGRSHUDWLRQSHULRG
x ,GHQWLILFDWLRQDQGDJUHHPHQWRQFODLPVSHQGLQJDQGRQWKHFRQGLWLRQVWREHVHWIRUWKHLUSD\PHQW
x 5HHYDOXDWLRQRISURMHFWRSHUDWLRQFRVWLQFRPELQDWLRQZLWKWKHQHZWROOSROLF\LQWHURSHUDELOLW\HOHFWURQLF
WROOLQJ
x $JUHHPHQWRQWKHQHZWROOSROLF\LPSDFWRQWKHSURMHFWVUHYHQXHV
x 5HHYDOXDWLRQRIWKHSURMHFWVILQDQFLQJQHHGVDQGWKHUHVSHFWLYHOHQGHUV¶SRVLWLRQV
x 5HHYDOXDWLRQRIWKHSRVVLELOLW\RIVHUYLFLQJWKH3URMHFW
VORDQVDIWHUWKHDERYHLQWHUYHQWLRQV
x ,QYHVWLJDWLRQRIWKHRSWLPXPHFRQRPLFDQGOHJDOPHWKRGRORJ\RIXWLOL]DWLRQRIWKHH[SHFWHG6WDWHUHYHQXHV
IRUHQVXULQJLIQHFHVVDU\WKHUHSD\PHQWRIWKHORDQV'HWHUPLQDWLRQRIWKHFRQGLWLRQVHFRQRPLF±WLPHIRU
UHFRYHU\E\WKH6WDWHRILWVUHYHQXHVXVHGDFFRUGLQJWRWKHDERYH
x (ODERUDWLRQDQGDJUHHPHQWRQDQ8SGDWHG)LQDQFLDO0RGHOZKLFKZLOOLQFRUSRUDWHDOOWKHDERYH
x ,GHQWLILFDWLRQHYDOXDWLRQDQGDJUHHPHQWRQWKHQHFHVVDU\PRGLILFDWLRQVWRFRQWUDFWXDOGRFXPHQWVLQFOXGLQJ
WKH'HVLJQDWHG/RDQ$JUHHPHQWV
7KH *UHHN 6WDWH LV SODQQLQJ D WROO UHGXFWLRQ GXULQJ WKH FRQVWUXFWLRQ SHULRG LQ WKH LQFRPSOHWH VHFWLRQV XQGHU
XSJUDGLQJ LQ RUGHU WR DOOHYLDWH WKH ILQDQFLDO EXUGHQ RI WKHLU XVHUV 7KH&RQFHVVLRQDLUHV KDYH SURSRVHG D GLVFRXQW
SROLF\IRUWKHIUHTXHQWXVHUVZKRUHVLGHLQWKHYLFLQLW\RIIURQWDOWROOVWDWLRQV)XUWKHUPRUHWKH6WDWHLVDLPLQJDWWKH
LPSOHPHQWDWLRQ RI D IUHH IORZ IXOO\ SURSRUWLRQDWH HOHFWURQLF WROO FROOHFWLRQ V\VWHP RQ DOO PRWRUZD\V LQ IHZ \HDUV¶
WLPHZLWKLQWKHIUDPHZRUNRIWKH7(51LQWHURSHUDELOLW\
,W VKRXOG EH WDNHQ LQWR DFFRXQW WKDW GXULQJ WKHLU HYDOXDWLRQ RI SURMHFWV DQG EHIRUH FRQFOXGLQJ WKH /RDQ
$JUHHPHQWV WKH/HQGHUV DQG WKH&RQFHVVLRQDLUHV DGRSWHG D VWUHVV VFHQDULR /HQGHUV/RZ&DVH //& WDNLQJ LQWR
FRQVLGHUDWLRQDWUDIILFGURSLQWKHRUGHURIFRPSDUHGWRWKHWUDIILFIRUHFDVWLQWKHEDVHFDVHVFHQDULR8SWRWKDW
OHYHOWKHSURMHFWUHYHQXHDIWHUSD\PHQWVWRWKH6WDWHFDQFRYHUWKHRSHUDWLRQDQGPDLQWHQDQFHH[SHQGLWXUHVDQGWKH
ORDQUHSD\PHQW:LWKWKLVUHGXFHGWUDIILFWKH&RQFHVVLRQDLUHV¶,55ZDVYHU\OLPLWHG
ZĞǀĞŶƵĞƐ
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/LWHUDWXUHVXUYH\
$OLWHUDWXUHVXUYH\ZDVFRQGXFWHGLQRUGHUWRLQYHVWLJDWHUHFHQWLQWHUQDWLRQDOH[SHULHQFHLQVLPLODUVLWXDWLRQV
,Q0DUFK WKH(XURSHDQ333([SHUWLVH&HQWUH (3(& LQFROODERUDWLRQZLWK WKH(,%SXEOLVKHGD VWXG\ WKDW
SURYLGHVEDFNJURXQG LQIRUPDWLRQRQ WKH UROHRIFDSLWDOPDUNHWV LQFRQFHVVLRQSURMHFWV ILQDQFLQJDQG WKHLUSULQFLSDO
DGYDQWDJHV DQG GLVDGYDQWDJHV FRPSDUHG WR WUDGLWLRQDO EDQN ILQDQFLQJ $FFRUGLQJ WR WKH VWXG\ WKH DFWLRQV WKDW WKH
SXEOLFVHFWRUVKRXOGXQGHUWDNH LQRUGHU WRHQFRXUDJH WKHFDSLWDOPDUNHWV WR ILQDQFH LQIUDVWUXFWXUHSURMHFWVXQGHU WKH
FRQFHVVLRQFRQWUDFWIUDPHZRUNDUHWKHXVHRIH[SHUWVRQFDSLWDOWHFKQLTXHVWRDVVLVWLQHVWDEOLVKLQJVRXQGFRQWUDFWXDO
WHUPVWKHFRQWUDFWWHUPVWREHDVPXFKDVSRVVLEOHLQOLQHZLWKDFFHSWHG³LQWHUQDWLRQDOVWDQGDUGV´WRIDFLOLWDWHFURVV
ERUGHULQYHVWPHQWVWRSURYLGHSXEOLFJXDUDQWLHVWRSURYLGHILVFDOLQFHQWLYHVWRHVWDEOLVKDSXEOLFLQIUDVWUXFWXUHERQGV
DJHQF\ZKLFKFRXOGLQWHUPHGLDWHIRUSULYDWHLQYHVWRUVRUIDFLOLWDWHOLTXLGLW\
,Q  WKH%XVLQHVV 6FKRRO DW WKH8QLYHUVLW\ RI*UHHQZLFK DQG LQ SDUWLFXODU WKH 3XEOLF 6HUYLFHV ,QWHUQDWLRQDO
5HVHDUFK8QLWSXEOLVKHGDVWXG\ZKLFKDQDO\VHVSULYDWL]DWLRQVDQGUHVWUXFWXULQJRISXEOLFVHUYLFHVZRUOGZLGHDVZHOO
DV FRQFHVVLRQV ZLWK ILQDQFLDO GLIILFXOWLHV $FFRUGLQJ WR WKH VWXG\ WKH JOREDOL]DWLRQ RI WKH FUHGLW FULVLV PHDQV WKDW
EDQNVDQGLQYHVWRUVDUHPXFKPRUHUHOXFWDQWWROHQGWRSULYDWHFRPSDQLHVDVDUHVXOWPRVWFRPSDQLHVDUHSUDFWLFDOO\
XQDEOHWRERUURZPRQH\ WRILQDQFHFRQFHVVLRQFRQWUDFWV7KHFRPELQDWLRQRIUHFHVVLRQDQGFUHGLWFULVLVDOVRFUHDWHV
SUREOHPV IRU WKH H[LVWLQJ FRQFHVVLRQ FRQWUDFWV IRU WZR UHDVRQV )LUVWO\ WKH UHFHVVLRQ UHGXFHV WROO UHYHQXHVZKLFK
UHVXOWV LQ GLIILFXOWLHV WR SD\ LQWHUHVW DQG UHSD\ ORDQV 6HFRQGO\ PDQ\ &RQFHVVLRQDLUHV UDLVHG VKRUWWHUP GHEWV WR
ODXQFK WKHLU SURMHFWV H[SHFWLQJ WR UHILQDQFH WKHP ZLWK GHEW DW ORZHU LQWHUHVW UDWHV RQFH WKH SURMHFWV EHFRPH
RSHUDWLRQDOGXULQJWKHUHFHVVLRQLWLVYHU\GLIILFXOWWRJHWQHZORDQVZLWKRXWLQFUHDVLQJWKHILQDQFLDOFRVWVXEVWDQWLDOO\
 ,Q$XJXVWLQFROODERUDWLRQZLWKWKH(,%WKH(3(&FRQGXFWHGUHVHDUFKWRSURYLGHDIUDPHZRUNIRUDQDO\]LQJ
SRWHQWLDO UHVSRQVHV WR WKH ILQDQFLDO FULVLV DV LW DIIHFWV WKH FRQFHVVLRQ FRQWUDFWV DFURVV WKH (8  $FFRUGLQJ WR LWV
ILQGLQJV WKH QDWXUH RI WKH FXUUHQW FUHGLW VLWXDWLRQ LV FRPSOH[ DQG LWV LPSDFW RQ FRQFHVVLRQ FRQWUDFWV FDQ EH
VXPPDUL]HGDVIROORZV
x 7KHFROODSVHRIWKHLQWHUEDQNOHQGLQJPDUNHWKDVGUDVWLFDOO\UHGXFHGOLTXLGLW\PRVWEDQNVSDUWLFXODUO\WKRVH
ZLWKDOLPLWHGGHSRVLWEDVLVDUHVWUXJJOLQJWRUDLVHIXQGVHYHQRQVKRUWPDWXULWLHV
x 7KHEDQNV¶PDUJLQVKDYHLQFUHDVHGVXEVWDQWLDOO\
x 7KHVHQLRUEDQNGHEWWHQRUVKDYHEHHQVLJQLILFDQWO\UHGXFHG
x 6RPHEDQNVKDYHSDUWLDOO\RUWRWDOO\ZLWKGUDZQIURPWKH3URMHFW)LQDQFHPDUNHWWKHUHLVDOVRHYLGHQFHWKDW
SUHYLRXVO\ DFWLYH LQWHUQDWLRQDO SOD\HUV KDYH EHFRPH PRUH RULHQWHG WR WKHLU GRPHVWLF PDUNHWV DQG
³UHODWLRQVKLSEDQNLQJ´LVEDFNLQIRUFH
x 1RYLDEOHFDSLWDOPDUNHWVROXWLRQKDVHPHUJHGWRUHSODFHWKHZUDSSHGERQGPDUNHW
7KUHHPDLQW\SHVRIUHVSRQVHIRUDYLDEOHRSHUDWLRQRIFRQFHVVLRQFRQWUDFWVDUHSURSRVHG
x 5HPHGLDODFWLRQVZLWKLQWKH3URFXUHU¶VFRQWUROIXOO\FRPPLWWHGELGVWREHREWDLQHGRQO\DWDODWHVWDJHRIWKH
SURFXUHPHQWSURFHVVRIWHQQRWORQJEHIRUHILQDQFLDOFORVHDIRUPRIIXQGLQJFRPSHWLWLRQVKRUWHUDYHUDJH
OLIHRIORDQ
x 5HPHGLDODFWLRQVZLWKLQ3XEOLF$XWKRULWLHV¶FRQWUROVWDWHJXDUDQWLHVFROHQGLQJE\WKH6WDWH
x 5HPHGLDODFWLRQVIDFLOLWDWLQJWKHHQWU\RIQHZLQYHVWRUVILVFDOLQFHQWLYHVIRUQHZLQYHVWRUV6WDWHJXDUDQWLHV
WREDQNV IRU ULVNPLWLJDWLRQGHYHORSD³GHEW IXQG´FRQFHSW   WR UDLVH ORQJ WHUPGHEW IURPLQVWLWXWLRQVDQG
SRRO LW LQWRD OHQGLQJYHKLFOHZKLFKZLOOSURYLGHVWUXFWXULQJGXHGLOLJHQFHDQGPRQLWRULQJVHUYLFHV WR WKH
OHQGLQJLQVWLWXWLRQV
,Q -09DVVDOOR LQYHVWLJDWHGZD\V IRU WUDIILF ULVNPLWLJDWLRQRI KLJKZD\FRQFHVVLRQV+H HYDOXDWHG WKUHH
PHFKDQLVPV DSSOLHG LQ&KLOH WRPLWLJDWH WUDIILF ULVN WKH ³0LQLPXP ,QFRPH*XDUDQWHH´ 0,* WKH ³/HDVW 3UHVHQW
9DOXHRIWKH5HYHQXHV´/395DQGWKH³5HYHQXH'LVWULEXWLRQ0HFKDQLVP´5'0
x $FFRUGLQJ WR WKH SULPDU\ PLWLJDWLRQ PHFKDQLVP0,* WKH WRWDO JXDUDQWHHG LQFRPH RI D SURMHFW LQ SUHVHQW
YDOXHLVWKHVDPHIRUDOOWKHELGGHUVDQGLVHTXDOWRRIWKHLQYHVWPHQWFRVWSOXVWKHWRWDOPDLQWHQDQFHDQG
RSHUDWLRQ FRVWV HVWLPDWHG E\ WKH SXEOLF DXWKRULW\ 7KH ILJXUH RI ZDV FKRVHQ EHFDXVH RQ DYHUDJH WKH
SHUFHQWDJHRIGHEWLQDSURMHFWILQDQFHVWUXFWXUHLV,IWKHUHDOUHYHQXHVDUHOHVVWKDQIRUHFDVWWKHQLQDQ\
\HDURIWKHFRQFHVVLRQSHULRGWKH6WDWHZLOOKDYHWRFRPSHQVDWHWKH&RQFHVVLRQDLUHIRUWKHGLIIHUHQFH,IWKH
FRQFHVVLRQDLUHGHFLGHVWRDGRSWWKLVPHFKDQLVPKHWKHQUHVXPHVWKHREOLJDWLRQWRVKDUHSDUWRIWKHUHYHQXHV
ZLWK WKH 6WDWH ZKHQHYHU WKH WUDIILF LV PRUH WKDQ IRUHFDVW 7KH &RQFHVVLRQDLUH KDV WR VKDUH  RI WKH
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GLIIHUHQFHWKDWDFFUXHVIURPWKHUHDOUHYHQXHVDQGWKHJXDUDQWHHGUHYHQXHVRIWKH6WDWH:LWKWKLVPHFKDQLVP
WKHWUDIILFULVNLVVKDUHGDQGWKHOHQGHUVIHHOVDIHUEHFDXVHSDUWRIWKHUHYHQXHVLVJXDUDQWHHG,WVGLVDGYDQWDJH
LVWKDWWKH6WDWHPLJKWILQGLWGLIILFXOWWRILQDQFHYDULRXVFRQFHVVLRQVLQDVXEVWDQWLDOHFRQRPLFGRZQWXUQ
x :LWK WKH VHFRQG PHFKDQLVP /395 WKH WUDIILF ULVN LV UHGXFHG VXEVWDQWLDOO\ DQG FRQVHTXHQWO\ IXWXUH
QHJRWLDWLRQV EHWZHHQ WKH &RQFHVVLRQDLUH DQG WKH SXEOLF VHFWRU DUH PLQLPL]HG ,I WKH WUDIILF LV OHVV WKDQ
LQLWLDOO\ IRUHFDVW WKHQ WKH FRQFHVVLRQ SHULRG LV H[WHQGHG DQG YLFH YHUVD $FFRUGLQJ WR 6WDWH /DZ WKH
FRQFHVVLRQSHULRGFDQQRWH[FHHGILIW\\HDUV
x 7KH WKLUG PHFKDQLVP 5'0 JXDUDQWHHV D SUHIL[HG DPRXQW RI UHYHQXHV LQ SUHVHQW YDOXH WR WKH
&RQFHVVLRQDLUH7KLVDOVRUHVXOWVLQFKDQJHVWRWKHFRQFHVVLRQSHULRG
 2I WKH WKUHH PHFKDQLVPV WKH /359 LV SURSRVHG DV WKH PRVW DSSURSULDWH EHFDXVH LW UHGXFHV DQ\ IXWXUH
QHJRWLDWLRQVEHWZHHQWKHFRQWUDFWLQJSDUWLHVVLQFHWKH\VKDUHWKHWUDIILFULVN
3URSRVDOV
7KHH[SHFWDWLRQVRIHDFKRIWKHWKUHHSDUWLHVLQWKHFRQFHVVLRQDJUHHPHQWV6WDWH&RQFHVVLRQDLUHVDQG%DQNVKDYH
QRW EHHQ IXOILOOHG 7R DYRLG SURMHFWV WHUPLQDWLRQ DQG OHQJWK\ OHJDO GLVSXWHV DOO SDUWLHV KDYH WR UHGXFH WKHLU
H[SHFWDWLRQVDQGDOORZDORVHORVHFRPSURPLVHDWDORZHUSRWHQWLDO OHYHO WKDQWKHEDVHVFHQDULRE\DOVRPDLQWDLQLQJ
WKHFRQWUDFWXDOHTXLOLEULXPLQULVNVKDULQJ
*LYHQ WKHXSGDWHG DQG UHGXFHG WUDIILF IRUHFDVWV DQG DFFRUGLQJ WR WKH FRQWUDFWXDO UHYHQXH VKDUH WKHKLJK WUDIILF
3URMHFWV VWLOO FUHDWH UHYHQXHV IRU WKH 6WDWH LI FRPSOHWHG 7KHVH UHYHQXHV FRXOG EH XVHG WR UHEDODQFH WKH ILQDQFLDO
PRGHOVDQGUHVWRUHWKHSURMHFWV¶ORQJWHUPILQDQFLDOYLDELOLW\8QGHUWKHFXUUHQWVHYHUHHFRQRPLFFRQGLWLRQVWKH6WDWH
FRXOG³HQVXUH´WKH&RQFHVVLRQDLUHV¶UHYHQXHVXSWRWKH//&VFHQDULRVGXULQJWKHRSHUDWLRQSHULRGLHE\D6WDWHORDQ
WRWKH3URMHFW7KH6WDWHVXSSRUWZLOO³HQVXUH´WKHGHEWDQG&RQFHVVLRQDLUH¶VHTXLW\UHSD\PHQW7KHIXQGLQJVKRUWIDOO
GXULQJ WKH FRQVWUXFWLRQ SHULRG LQGXFHG E\ WKH GURS LQ WUDIILF OHYHOV FRXOG EH FRXQWHUEDODQFHG E\ H[WHQGLQJ WKH
FRQVWUXFWLRQ SHULRG &RQFHVVLRQDLUHV¶ UHYHQXH LQFUHDVH DQGRU E\ UHGXFLQJ WKH SURMHFWV¶ VFRSH :KHQ WKH SURMHFW
UHYHQXHV H[FHHG WKH //& VFHQDULR WKH &RQFHVVLRQDLUHV ZLOO UHSD\ WKH 6WDWH ORDQV ,Q DQ\ FDVH WKH 6WDWH PD\
GHWHUPLQHWKHOLPLWVWRQHJRWLDWLRQVZLWKWKH&RQFHVVLRQDLUHVDFFRUGLQJWRWKHIROORZLQJSULQFLSOHV
x $SSOLFDWLRQRIVHOIILQDQFHSULQFLSOHWRWKHWKUHHKLJKWUDIILFSURMHFWV
x 5HDVVXUDQFHWKDWWKH6WDWHZLOOKDYHSULRULW\LQWKHUHFRYHU\RIWKHDPRXQWVJUDQWHGWRWKHSURMHFWVWRDVVLVW
WKHP WR UHVROYH WKHLU ILQDQFLDO SUREOHPV LQSDUWLFXODU LQ FDVHRI DQ LPSURYHPHQW LQ WUDIILF UHYHQXHV 7KH
&RQFHVVLRQDLUHVZLOOQRWEHDOORZHG WRREWDLQDEHWWHU ,55IRU WKHLUVKDUHKROGHUVXQOHVV WKH6WDWH ORDQVDUH
IXOO\VHUYLFHG
x 7KHRSHUDWLRQDQGPDLQWHQDQFHFRVWZLOOEHFDSSHGDQGWKH&RQFHVVLRQDLUHZLOOFRPPLWWRQRWH[FHHGLQJWKDW
OHYHODVORQJDVWKHSURMHFW6WDWHORDQLVQRWIXOO\UHSDLG
x 'HFUHDVHRIVKDUHKROGHUV,55FRPSDUHGWRWKDWRIWKHEDVHVFHQDULRLQWKH&&'
7KH &RQVWUXFWRUV¶ FODLPV VKRXOG EH KDQGOHG RXWVLGH WKH FRQWUDFW UHHTXLOLEULXP DFFRUGLQJ WR WKH FRQWUDFWXDO
SURYLVLRQV7KH*UHHN6WDWHVKRXOGHQVXUHWKHQHFHVVDU\DGGLWLRQDOIXQGVWRFRPSHQVDWHWKHP
7KH FXUUHQW FUHGLW FULVLV UHVXOWV LQ ILQDQFLQJ FRVW LQFUHDVH OLTXLGLW\ UHGXFWLRQ DQG WKH FRXQWU\¶V LQYHVWPHQW ULVN
LQFUHDVH:LWKLQ WKLV FRQWH[W WKH OHQGLQJ LQVWLWXWLRQV UHTXHVW WKH LQFUHDVH RI WKH OHQGLQJ LQWHUHVW PDUJLQV DQG WKH
GHFUHDVH RI WKHLU H[SRVXUH$SSURSULDWH LQWHUYHQWLRQV LQ WKH ORDQ DJUHHPHQWV DUH QHHGHG LQ RUGHU WR NHHS WKH GHEW
SULFLQJDWUHODWLYHO\ORZOHYHOVHJ
x 5HGXFHWKH/RDQ&DSLWDOE\GHFUHDVLQJWKHSURMHFWVFRSH
x 5HGXFHWKH$YHUDJH/RDQ/LIHE\³FDVKVZHHS´LQRUGHUWRUHGXFH%DQNV¶H[SRVXUH
x ,PSURYH ORDQ VHFXULW\ LQ FDVHRI WKH ORZ WUDIILF SURMHFW E\PDNLQJ DYDLODEOH 6WDWH WROO UHYHQXH IURPRWKHU
SURMHFWWRSD\WKHIRUHVHHQLQWKHFRQWUDFW6WDWHVXEVLG\UHGXFWLRQRI6WDWHULVNWRSURMHFWULVN
)RUIXWXUHFRQFHVVLRQVWREHWHQGHUHGWKHFRQWUDFWXDORUGHUIRUUHYHQXHVKDULQJVKRXOGEHPRGLILHG7KHWROOUHYHQXH
VKRXOGSULPDULO\ VHUYH WKHRSHUDWLRQDQGPDLQWHQDQFHH[SHQVHV7KHQ WKHGHEWDQG WKHUHPDLQLQJDPRXQWVKRXOGEH
VKDUHG EHWZHHQ WKH 6WDWH DQG WKH &RQFHVVLRQDLUH¶V VKDUHKROGHUV WKH GLVWULEXWLRQ SHUFHQWDJH EHLQJ D WHQGHU DZDUG
FULWHULRQ)LJ

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)LJ3URSRVHG$OORFDWLRQRI5HYHQXHV
&RQFOXVLRQVC
,QWKHFRQWH[WRIWKHFXUUHQWUHFHVVLRQWKHVSHHG\DQGSUREOHPIUHHLPSOHPHQWDWLRQRIWKHFRQFHVVLRQFRQWUDFWVLQ
TXHVWLRQLVYHU\LPSRUWDQWIRUWKHGHYHORSPHQWRIWKH*UHHNHFRQRP\DQGWKHLQFUHDVHLQHPSOR\PHQW%\ERRVWLQJ
WKHVHLQYHVWPHQWVZKLFKKDGDOUHDG\EHHQODXQFKHGEXWDUHIUR]HQDWWKHWLPHRIZULWLQJWKHFRXQWU\FDQHQVXUHWKH
³IDVWZLQV´VRQHFHVVDU\WRDWWUDFWQHZLQYHVWPHQWV2IFRXUVHWKHORQJWHUPILQDQFLDOYLDELOLW\RIDFRQFHVVLRQKDVD
GLIIHUHQWYDOXHIRUHDFKFRQWUDFWLQJSDUW\7KHPDLQWKUHHSDUWLHVLQYROYHGKDYHWREULGJHWKHLUGLIIHUHQFHVLQLQWHUHVWV
LQRUGHUWRVXFFHVVIXOO\LPSOHPHQWWKHSURMHFW7KHVRFLDOEHQHILWDQGWKHDFKLHYHPHQW³RIWKHEHVWYDOXHIRUPRQH\´
DUHWKHSULRULWLHVIRUWKHSXEOLFLQVWLWXWLRQV7KHSULYDWHLQYHVWRUV¶LQWHUHVWOLHVLQWKHDFWXDOSURILWDELOLW\RIWKHSURMHFW
DIWHUWKHGHEWDQGWKH6WDWHREOLJDWLRQVKDYHEHHQIXOILOOHG)URPWKHOHQGHUV¶SRLQWRIYLHZWKHILQDQFLDOYLDELOLW\RI
WKHSURMHFWFRUUHVSRQGVWRWKHUHSD\PHQWRIWKHGHEWZKLFKGHSHQGVRQWKHUHYHQXHVFUHDWHGGXULQJWKHRSHUDWLQJOLIH
RIWKHSURMHFW7KLVSDSHUKDVSURSRVHGDPHWKRORJLFDOIUDPHZRUNLQRUGHUWREULGJHWKHVHGLYHUJHQWLQWHUHVWVXQGHUWKH
FXUUHQWILQDQFLDODQGFUHGLWFULVLVDQGDFKLHYHDORQJWHUPVWDEOHILQDQFLDOUHEDODQFHRIWKHSURMHFWVLQTXHVWLRQ
5HIHUHQFHV
(XURSHDQ333([SHUWLVH&HQWUH7KHILQDQFLDOFULVLVDQGWKH333PDUNHW
(XURSHDQ333([SHUWLVH&HQWUH&DSLWDOPDUNHWVLQ333ILQDQFLQJ:KHUHZHZHUHDQGZKHUHDUHZHJRLQJ"
+DOO'$FULVLVIRUSXEOLFSULYDWHSDUWQHUVKLSV333V"3XEOLF6HUYLFHV5HVHDUFK8QLW36,588QLYHUVLW\RI
*UHHQZLFK
/DZ*2*ǹǯ5DWLILFDWLRQ/DZRI&RQFHVVLRQ&RQWUDFWRI,21,$2'26
/DZ*2*ǹǯ5DWLILFDWLRQ/DZRI&RQFHVVLRQ&RQWUDFWRI025($602725:$<
/DZ*2*ǹǯ5DWLILFDWLRQ/DZRI&RQFHVVLRQ&RQWUDFWRI&(175$/02725:$<Ǽ
/DZ*2*ǹǯ5DWLILFDWLRQ/DZRI&RQFHVVLRQ&RQWUDFWRI$(*($102725:$<
/DZ*2*ǹǯ5DWLILFDWLRQ/DZRI&RQFHVVLRQ&RQWUDFWRI2/<03,$2'26
9DVVDOOR -0  7KH ULVN0LWLJDWLRQ LQ +LJKZD\ &RQFHVVLRQ 3URMHFWV 7KH H[SHULHQFH RI &KLOH -RXUQDO RI
7UDQVSRUW(FRQRPLFVDQG3ROLF\
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